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(1) Dollar amount of Government business.

(2) Level of Government participation.

(3) Level of noncompetitive Government
contracts.

(4) Volume of proposal activity.

(5) Major system or program.

(6) Mergers, acquisitions, takeovers.

(7) Other conditions, e.g., changes in ac-
counting systems, management, or business
activity.

(c) The objective of the overhead should-
cost review is to evaluate significant indi-
rect cost elements in-depth, identify ineffi-
cient and uneconomical practices, and rec-
ommend corrective action. If it is conducted
in conjunction with a program should-cost
review, a separate overhead should-cost re-
view report is not required. However, the
findings and recommendations of the over-
head should-cost team, or any separate over-
head should-cost review report, shall be pro-
vided to the ACO. The ACO should use this
information to form the basis for the Gov-
ernment position in negotiating a FPRA
with the contractor. The ACO shall establish
a follow-up plan to monitor the correction of
the uneconomical or inefficient practices.

[61 FR 2636, Jan. 26, 1996]

15.811 Estimating systems.

(a) The consistent preparation of proposals
using an acceptable estimating system bene-
fits both the Government and the contractor
by increasing the accuracy and reliability of
individual proposals. Cognizant audit activi-
ties, when it is appropriate to do so, shall es-
tablish and manage regular programs for re-
viewing selected contractors’ estimating sys-
tems or methods, in order to (1) reduce the
scope of reviews to be performed on individ-
ual proposals, (2) expedite the negotiation
process, and (3) increase the reliability of
proposals. The results of estimating system
reviews shall be documented in survey re-
ports.

(b) The auditor shall send a copy of the es-
timating system survey report and a copy of
the official notice of corrective action re-
quired to each contracting office and con-
tract administration office having substan-
tial business with that contractor. Signifi-
cant deficiencies not corrected by the con-
tractor shall be a consideration in subse-
quent proposal analyses and negotiations.

(¢) In determining the acceptability of a
contractor’s estimating system, the auditor
should consider—

(1) The source of data for estimates and the
procedures for ensuring that the data are ac-
curate, complete, and current;

(2) The documentation developed and
maintained in support of the estimate;

(3) The assignment of responsibilities for
originating, reviewing, and approving esti-
mates;
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(4) The procedures followed for developing
estimates for direct and indirect cost ele-
ments;

(5) The extent of coordination and commu-
nication between organizational elements re-
sponsible for the estimate; and

(6) Management support, including esti-
mate approval, establishment of controls,
and training programs.

15.812 Unit prices.

15.812-1 General.

(a) Direct and indirect costs are generally
allocated to contracts in accordance with
the Cost Accounting Standards of 48 CFR
Chapter 99 (when applicable) and the Con-
tract Cost Principles and Procedures of part
31. However, for the purpose of pricing all
items of supplies, distribution of those costs
within contracts shall be on a basis that en-
sures the unit prices are in proportion to the
item’s base cost (e.g., manufacturing or ac-
quisition costs. Any method of distributing
costs to line items that distorts the unit
prices shall not be used. For example, dis-
tributing costs equally among line items is
not acceptable except when there is little or
no variation in base cost.

(b) However, the policy in paragraph (a) of
this subsection does not apply to any con-
tract or subcontract for acquisition of a
commercial item.

(c) In addition, when contracting by nego-
tiation without full and open competition,
contracting officers shall require that
offerors identify in their proposals those
items of supply which they will not manufac-
ture or to which they will not contribute sig-
nificant value. The contracting officer shall
require similar information when contract-
ing by negotiation with full and open com-
petition if adequate price competition is not
expected (see 15.804-1(b)(1)). The information
need not be requested in connection with the
award of contracts under the General Serv-
ices Administration’s competitive Multiple
Award Schedule Program. The information
shall not be requested for commercial items.
Such information shall be used to determine
whether the intrinsic value of an item has
been distorted through application of over-
head and whether such items should be con-
sidered for breakout. The contracting officer
may require such information in any other
negotiated contracts when appropriate.

[51 FR 27120, July 29, 1986 as amended at; 52
FR 21886, June 9, 1987; 53 FR 27462, July 20,
1988; 56 FR 15150, Apr. 15, 1991; 57 FR 39587,
Aug. 31, 1992; 60 FR 48217, Sept. 18, 1995; 62 FR
259, Jan. 2, 1997]

15.812-2 Contract clause.

(a) The contracting officer shall insert the
clause at 52.215-26, Integrity of Unit Prices,
in all solicitations and contracts for other
than—
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